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The United States Trade-Mark Association, organized in 1878 and incorporated 
in 1887 as a non-profit organization under the laws of the State of New York, 
performs the following services for its members: 


RESERVOIR OF TRADE-MARK INFORMATION 


During its sixty-two years of existence the Association has been accumulating comprehensive 
records, files and a general library of information on trade-mark matters. Members or their 
counsel have access to these records at any time. 


DISTRIBUTION OF TRADE-MARK INFORMATION 


From the trade-mark data on hand and constantly being gathered on state, federal and foreign 
law enactments, rules and regulations of administrative bodies, court decisions, articles and 
addresses by authorities, the Association by means of its formal publications, such as “The Trade- 
Mark Reporter,” “Master Index and Digest to the Trade-Mark Reporter (1911-1936),” and 


frequent “Special Reports,” distributes valuable and timely trade-mark information and discussion 
among its members. 


LEGISLATIVE ACTIVITIES 


In all cases where trade-mark owners are confronted by state, federal or foreign trade-mark 
laws, rules and regulations of administrative bodies or proposed laws deemed adverse to their 
interests, the Association places its facts and findings at the disposal of the trade-mark owners 
involved so that they can point out to lawmakers and others the harmful features and effects of 


such measures. Conversely, the same procedure is followed for measures deemed beneficial and 
constructive. 


SPECIAL SERVICES 


In addition to the foregoing general services the Association is prepared to perform various 
special services free for members, or at cost when outlays of money or unusual expenditures 
of the staff’s time are involved. 

These special services consist of investigations of fact, trade-mark searches, notifications, filing 
and publication of slogans and all similar matters which do not involve or imply the practice 
of law. 


SOUND POLICIES AND PRACTICES 


The activities of the Association are at all times planned and supervised by a strong Board 
of Directors composed of important trade-mark owners whose efforts are supplemented and 
guided by able committees composed of business men and trade-mark attorneys. This makes 
the Association’s services of exceptional value to members. 
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DRUG TRADE-MARKS IN DANGER 


PART I 


DRUG TRADE-MARKS IN DANGER 


By Walter J. Derenberg 





































The view is occasionally expressed by writers and by the courts that valid and 
well-known trade-marks, which have gained nation-wide popularity with the public, 
become publici juris whenever such marks develop into generic designations and 
lose their trade-mark significance. 

: Fortunately, the cases in which trade-marks were thus declared lost usually 

involved either carelessness or neglect in the protection of the mark on the part of 

the owner himself, or had to do with articles protected by patents which had 
expired. The well-known “Aspirin,” “Shredded Wheat” and “Cellophane” cases— 
to mention only a few recent ones—are striking illustrations of this rule. 

Apart from these exceptional situations, however, it is axiomatic to say that, 
ordinarily, a prudent and vigilant trade-mark owner will not be deprived of his 
trade-mark rights solely because the name has acquired too much popularity with 
the public, or is occasionally used as generic name or designation. 

To preserve the validity of famous trade-marks is by no means an easy task. 
Not only must the owner rigorously sue infringers of the mark, but he must also 
examine dictionaries, reference books, patent specifications and other documents, 
in order to object to any generic use of the mark in such books or documents. 

The courts and the Patent Office, in particular, have always offered assistance 
to the trade-mark owner in his task to preserve the integrity of his mark. The 
Patent Office especially has always insisted that, in patent specifications, generic 
references to valid trade-marks should not be used without at least indicating by 
the use of quotation marks that such words are not part of the common language, 
but are valid trade-marks. 

In the light of this situation, it is disturbing to learn that government agencies— 
in particular the Food and Drug Administration—in framing regulations applying 
to recently adopted federal statutes, apparently fail to encourage the trade-mark 
owner in the preservation of his rights, but, on the contrary, virtually operate to 
impair, if not destroy, such rights. The proposed regulations to Section 502(d) 
of the Federal Food, Drug and Cosmetic Act offer a striking illustration of this 
attitude. Valid trade-marks are referred to, in these proposed regulations, as 
‘common or usual” names of certain chemical derivatives. If such designations 
were permitted to stand unchallenged, trade-mark owners may well be charged 
with neglect on their part to protect their rights. 

With this object in mind, the Lawyers’ Advisory Committee of the United 
States Trade-Mark Association recently recommended to the Board of Directors 
the filing of a brief in opposition to these proposed regulations. In view of the 
great importance of this matter to trade-mark owners generally, the brief, as ap- 
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proved by the Lawyers’ Advisory Committee and the Board of Directors of the 
Association, and as filed with the Administration, is reprinted here: 


BEFORE THE ADMINISTRATOR, 
FEDERAL SECURITY AGENCY 


MEMORANDUM IN OPPOSITION TO PROPOSED REGULATIONS DESIGNATING AS HABIT 
FoRMING CERTAIN CHEMICAL DERIVATIVES OF SUBSTANCES NAMED 
IN FEDERAL Foop, DruG AND Cosmetic ACT. 


Docket No. FDC-30 
I 





The United States Trade-Mark Association, an organization for the protection 
of trade-marks and trade-names, was founded in 1878 and is the oldest Association 
for the protection of trade-mark rights in this country. It includes in its member- 
ship today over 200 of the largest concerns in the United States, a list of which is 
attached to this memorandum. As may be seen from this roster, the Association 


has among its members many of the leading food and drug manufacturers in the 
country. 


II 





The Association is submitting this memorandum to express its strong opposi- 
tion to the proposed regulations regarding paragraph (d) of Section 502 of the 
Food, Drug and Cosmetic Act of 1938. This opposition is not concerned with the 
question whether or not the chemical derivatives there listed are habit-forming and, 
as such, correctly included in the proposed regulations. The objection is directed 
entirely to the effect of the proposals on trade-mark rights. In that connection the 
Association is acting not in the interest of any individual member whose rights 
might be affected, but with the purpose of preventing the threatened destruction of 
drug trade-marks generally. 

We are concerned solely with the portion of Section 145.1 as published in the 
Federal Register of January 30, 1941, which provides as follows: 


For the purposes of Section 502(d) of the Federal Food, Drug and Cosmetic Act, 
each of the chemical derivatives hereinafter listed under its common or usual name, fol- 
lowed in certain cases by its chemical name, is hereby designated as habit-forming. 


and with the effect of this proposal in the light of the concurrently proposed 
general regulation section Section 2.104 as published in the same issue of the 
Federal Register, providing: 


(a) (1) The name of a substance or derivative required by or under authority of 
Section 502(d) of the act to be borne on the label of a drug shall be the name whereby 
such substance is designated in such Section 502(d), or the common or usual name 
whereby derivative is designated in regulations promulgated hereunder. 


It is respectfully submitted that the designation of certain names of derivatives 
as “common or usual” names, despite the fact that those names are valid trade- 
marks, not only greatly impairs the rights of their lawful owners, but is beyond 
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the authority and jurisdiction of the Administration. Unless the reference to 
“common or usual” names is deleted from these regulations with regard to Sec- 
tion 502(d) of the Food, Drug and Cosmetic Act, the continued validity and 
existence of trade-mark rights would depend entirely upon an arbitrary deter- 
mination by a governmental agency, which it might take years of expensive litigation 
and opposition to finally correct, with irreparable injury to trade-mark rights. 


Iil 


The Proposed Regulation is not Authorized under Section 502(d) of the 
Food and Drug Act 


Attention is respectfully called to the fact that the words “common or usual 
names” do not appear in Section 502(d) at all. The regulations authorized by 
that section have to do solely with a determination as to which derivatives of the 
substances mentioned in the section are habit-forming and should be so designated. 
There can be no objection by trade-mark owners—and none is raised here—to the 
mere mention of certain trade-marks. The mere enumeration of these trade-marks 
in connection with the chemical derivatives to which they are applied does not in 
itself impair the legal rights of their owners. These rights, however, are greatly 
endangered by the preceding paragraph referring to them as “listed under their 
common or usual names’ and by the requirement that such names be used on 
everyone’s labels. If it is considered that the references to “common or usual 
names” have been added to these regulations without any direct bearing upon the 
only question before the Administration (to wit, which derivatives are in fact habit- 
forming) but, on the other hand, constitute a serious threat to valuable property 
rights, the elimination of such references will be seen to be a commercial and legal 
necessity. 


IV 


The Words “Common or Usual Name” as Used in the Federal Food, Drug and 
Cosmetic Act have not Heretofore been Interpreted by the F. and D. 
Administration to Apply to Valid Trade-Marks 


It is respectfully submitted that it is a distortion of language and a legal 
inconsistency to designate trade-marks as “common or usual names.” As hereto- 
fore construed by the Food and Drug Administration, the words “common or 
usual names” had reference to that designation which any member of the public 
could rightfully use, i.e., a scientific or generic designation. A trade-mark could 
not consist of a generic designation in that sense, because the designation could 
not serve as indication of origin and ownership in one particular source as a trade- 
mark must; and the Administration recognized that a trade-mark should not be 
treated as a generic designation because it would then, ipso facto, cease to be a 
trade-mark. 

At the recent public hearing the Administration openly admitted that of late 
it had changed its point of view and was now prepared to require the use of trade- 
marks as common or usual names, regardless of what effect that might have on the 
mark. In as much as the designation of a trade-mark as a “common or usual name” 
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would be tantamount to a declaration that such trade-mark has lost its original 
significance, trade-mark owners are suddenly put at the mercy of a governmental 
agency for the “regulation” of the question whether their trade-marks are common 
names. It would be an unheard-of and most unfortunate innovation in our system 
of law if a governmental agency could usurp the power of an equity court to declare 
a trade-mark publici juris, and act as a quasi-judicial trade-mark tribunal to destroy 
valuable property rights by “rules and regulations.” 


V 


It is for the Courts, and not for a Government Agency Adopting Regulations Under 
Statute, to Determine Whether or not a Valid Trade-Mark has 
Become the “Common or Usual Name” of an Article 


Unlike patents and copyrights, a trade-mark is not a statutory grant which 
expires automatically after a statutory period of protection. On the contrary, a 
trade-mark, once validly acquired under the common law, remains as such and will 
be protected by our courts as long as it is associated with a going business and is 
not voluntarily abandoned by its owner. The more successful the trade-marked 
article, the greater the temptation on the part of competitors to avail themselves 
of the popularity of the mark, and the greater the likelihood of the public getting 
into the habit of referring to such articles only by the trade-mark which the article 
bears. Only the utmost vigilance on the part of the trade-mark owner in preserving 
the integrity of his mark, with the aid of liberal protection by the courts will main- 
tain the exclusive use and the well-deserved property value of a trade-mark. 

It was with this thought in mind that Mr. Justice Holmes, in the case of 
Bourjois v. Katzel, 260 U. S. 689 (1923), said of the trade-mark monopoly : 


It deals with a delicate matter that may be of great value but that easily is destroyed 
and therefore should be protected with corresponding care. 


This mandate by the most distinguished jurist of our times has been adhered to 
by the courts, as well as by the Patent Office and other administrative agencies, 
ever since that time. There cannot be found a single case in which a court has 
invalidated a trade-mark solely because it has acquired too much popularity with 
the public and has in that sense become the popular or usual name of the article. 
On the contrary, the cases are legion in which the courts have held that great 
familiarity and popularity, resulting in a generic use of the trade-mark by some 
members of the public, was not sufficient to make the mark publici juris. 

Thus it was held in a recent case involving the well-known drug “Pyramidon” : 


Trade-names for popular products, as used by one manufacturer, may become so 
widely known as sometimes to be used as a synonym for the generic name itself. Striking 
examples of this are such names as “Kodak” and “Vaseline.” Both these are defined in 
the dictionary and yet they are trade-marks; the use of which by anyone outside the 
firms which have originated them would constitute an infringement. The fact that a 
large part of the public may associate a trade-name with the generic name for a product 
is a tribute to the skill with which the firm has popularized the name. To put a penalty 
upon such skill and to say that the generalization of the trade-name by the public as a 
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result of the originator’s publicity must deprive him of his monopoly in the name would, 
in the absence of special circumstances, be the height of injustice.* 


In one of the early leading cases it was likewise said: 


The value of a trade-mark consists in its becoming known to the trade as the mark 
of the manufacturer who has invented or adopted it, and in being known to the public as 
the name of an article which has met with popular favor. It cannot be that the very 
circumstances which give it value, operate at the same time to destroy it.” 


When it was claimed that the designation “B.V.D.” had become the common or 
usual name of a type of underwear, the court, in rejecting this allegation, said: 


The fact that there are many who suppose that “B.V.D.” is the name of a type of 
underwear is of no importance except to show the great value of plaintiff’s trade-mark, 
and it does not authorize another dealer or manufacturer to benefit therefrom.* 


The Supreme Court of the United States likewise held at an early date: 


. the mere fact that the article has obtained such a wide sale that it has also become 
indicative of quality, is not of itself sufficient to debar the owner from protection, and 
make it the common property of the trade. .. .4 


When it was alleged that the word “Celluloid” had ceased to be a trade-mark 
and had become part of the English language and consequently a common or usual 
name, the Federal Court in rejecting this argument said: 


As a common appellative, the public has a right to use the word for all purposes of 
designating the article or product, except one—it cannot use it as a trade-mark, or in the 
way that a trade-mark is used, by applying it to and stamping it upon the articles. The 
complainant alone can do this, and any other person doing it will infringe the complainant’s 
right.® 


It follows then that, unless the owner has abandoned the mark or it is an essen- 
tial generic designation of the goods,° the courts will not be instrumental in depriv- 
ing the owner of a successful trade-mark of his right to the mark by declaring it 
the “common or usual name’”’ of the article. 

It is not the courts alone, however, which have effectively assisted the trade- 
mark owner in his efforts to preserve the integrity of his trade-mark. Administra- 
tive agencies, and particularly the Patent Office, have always realized the great 
importance of preventing trade-marks from becoming generic designations. To 





Metz Laboratories, Inc. vy. Blackman, 135 Misc. 171, 275 N. Y. Supp. 407 (Sup. Ct. 1934). 
Selchow v. Baker, 93 N. Y. 59 (1883). 

B.V.D. Co. v. Montgomery Ward, 16 T.-M. Rep. 423 (U. S. D. C., N. D., IIl., 1926). 
Lawrence v. Tennessee, 138 U. S. 537, 547 (1891). 

Celluloid Mfg. Co. v. Cellonite Mfg. Co., 32 Fed. 94, 98. 

6. It is significant that, even with regard to patented articles, the law has recently been 
clarified for the protection of trade-mark rights. While in the leading case of Singer v. June, 
163 U. S. 169, the Supreme Court held that the trade-mark there automatically ceased to exist 
upon the termination of the patent, it is now established that the trade-mark will survive the 
patent if it can be shown that the mark has not in fact become the generic designation of the 
merchandise. In all those cases in which trade-mark rights in patented articles were held lost 
in recent years, the courts found that the trade-mark owner, through his own conduct, and 
particularly by failing to adopt a generic name for the patented article in addition to the trade- 
mark, had brought about the ~ of the trade-mark. Such was the situation in the well-known 
Aspirin case (Bayer Co., Inc. v. United Drug Co., 272 Fed. 505, 1921), and in the Cellophane 
case (DuPont Cellophane Co., ie. v. Waxed Co., 85 F. (2d) 275, C. C. A. 2, 1936). 
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illustrate, several years ago trade-mark owners complained to the Commissioner 
of Patents that use of or reference to their trade-marks in a generic sense should not 
be permitted in patent specifications, because if everyone were freely permitted to 
use terms like “Vaseline,” “Bakelite” or other valid trade-marks in the description 
of their inventions or claims, such names would tend to lose their trade-mark 
significance and become common property. To prevent such injury to trade-mark 
rights, the Commissioner issued the following notice to the Examiners: 


The records of this office show that the term “Vaseline” was registered by the Chese- 
brough Manufacturing Company as a trade-mark for a certain emollient and remedial 
product of petroleum. In view of this fact the office should not use this word as a common 
noun, and if it is so used in an application for patent, the applicant should be required to 


substitute therefor the common name of this substance, such as “Petroleum Jelly” or 
“Petrolatum.” 


Moreover, a notice was published in the Official Gazette’ requesting attorneys 
to refrain from using trade-marks as common nouns in patent specifications, unless 
suitable acknowledgment were made indicating the trade-mark character of the 
word. 

We need say no more. Our previous observations clearly show that the charac- 
terization of presently valid trade-marks as “common or usual names” is perhaps 
the most serious challenge made to the rights of trade-mark owners in recent years, 
and flatly opposed to the principles of trade-mark law as laid down by the courts 
of this country and faithfully observed by other administrative agencies. 


VI 


We respectfully urge, therefore, that in the proposed regulations, as published 
in the Federal Register of January 30, 1941, all reference to the “common or usual 
name” of any chemical derivative listed in Section 145.1 be eliminated. 


Respectfully submitted, 
THE UNITED STATES TRADE-MARK ASSOCIATION. 


EBERHARD FABER, President, 
WALTER J. DERENBERG, 
Secretary, Lawyers’ Advisory Committee. 


April 30, 1941. 


7. 418 0. G, 549. 
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a 


DEFENSES TO THE ENFORCEMENT OF FAIR TRADE CONTRACTS 





The passage of Fair Trade Acts in forty-four states’ represents a victory for 
those producers who were alarmed at the decrease in demand for their well-known 
goods because of predatory price cutting and “loss leader” practices, and for those 
small retailers who were forced to discontinue selling these goods because of the 
price cutting practices of larger retailers.” These acts validated contracts regulating 
the resale price of trade-mark, brand, or name goods. The usual types of fair trade 
contracts are those wherein the vendee agrees to maintain prices himself, and to 
exact from his purchasers similar agreements ;* and those by the vendor to secure 
agreements from all wholesalers or retailers to whom he sells not only to maintain 
prices themselves, but also to require agreements from their purchasers to do 
likewise.* California has been the leader in fair trade legislation, having passed the 
first Fair Trade Act in 1931.° However, this act was not effective and did not 
cause widespread interest until an amendment was made in 1933 binding non- 
contracting parties who had knowledge of the resale price agreements.° Subse- 
quently, similar acts were passed by other states in rapid succession,’ all of the acts 
containing the significant California amendment.® Now that there has been such 
extensive recognition of resale price maintenance, an important consideration is 
the problem of defenses to the enforcement of the acts. It is the purpose of this 
Note to deal with this problem.® 


Defenses Based on Unconstitutionality 


Prior to the enactment of the California statute, the validity of price control 
agreements had come before the courts of most states with varying results: some 
favorable, others unfavorable, and still others compromises." As regards the 
federal law, resale price control had been held invalid under the Sherman Anti- 
Trust Act as an unreasonable restraint of trade," and under the Federal Trade 





1. For a complete compilation of these acts, see 105 C. C. H. Trade Reg. Serv. (8th ed.) 
{{ 2804-2996. For a comparison of the statutory variations, see Grether, “Price Control Under 
Fair Trade Legislation” (1939) 403-467. For arguments in favor of and against resale price 
maintenance, see Chafee, “Equitable Servitudes on Chattels” (1928) 41 Harv. L. Rev. 945, 988- 
990; also see authorities cited in Powell, “The Supreme Court and State Police Power” (1932) 
18 Va. L. Rev. 270, 276, n. 30. 

2. See Grether, op. cit. supra note 1, at 8; Grether, “Solidarity in the Distributive Trades 
in Relation to the Control of Price Competition” (1937) 4 Law & Contemp. Prob. 375, 384. 

3. E. g., Ill. Stat. Ann. (Callaghan, Supp. 1935) c. 140, { 8; Tenn. Code Ann. (Michie, 
Supp. 1937) § 6770 (1). 

4. E. g., Ark. Dig. Stat. (Pope, 1937) § 5607; Md. Ann. Code (Flack, 1939) art. 83, § 103. 

5. Cal. Gen. Laws (Deering, 1937) Act 8782. 

6. Id. § 1%. 

7. The rapidity with which these acts were passed is evidenced by the fact that two typo- 
graphical errors existing in the California Act were copied verbatim by ten states. See Grether, 
op. cit. supra note 1, at 19. 

8. The acts follow two general patterns: the California model and the model prepared by 
the National Association of Retail Druggists. See Grether, op. cit. supra note 1, at 20. 

9. Certain phases of this Note have already been treated in excellent fashion. See Notes 
(1938) 52 Harv. L. Rev. 284; (1940) 25 Corn. L. Q. 414. Because of recent cases it seems 
necessary to consider enforcement aspects of this subject in greater detail. 

10. See Grether, op. cit. supra note 1, at 15. 

11. Dr. Miles Medical Co. v. John D. Park & Sons Co., 220 U. S. 373 (1911). 













74 THIRTY-SIX TRADE-MARK BULLETIN 





Commission Act as unfair competition.” When the Fair Trade Acts, expressly 
validating price control agreements, were passed, such agreements could be attacked 
upon the theory that the acts were unconstitutional. Now, apparently, unconstitu- 
tionality is no longer a defense, for the United States Supreme Court upheld the 
Illinois Act in Old Dearborn Distributing Co. v. Seagram-Distillers Corp.’ Fur- 
thermore, these statutes have been approved by the courts in most of the states." 
Yet successful constitutional attacks might be made on the grounds that the title of 
the act does not adequately indicate what persons are subject to the act,” that the 
act is in violation of the provision in the state constitution prohibiting price fixing,” 
or that the act allows discriminatory exemptions.” To remedy constitutional defenses 
based on interstate commerce, the Miller-Tydings Act was passed. This amend- 
ment to the Sherman Anti-Trust Act legalized resale price maintenance contracts 
if they were valid in the state where the sale was made.** 


Defenses Based on the Subject Matter of the Contracts 





Two limitations found in all the acts are that the commodity,”® or the label or 
content,” bear the trade-mark, brand, or name” of the producer or owner of such 
commodity, and that the commodity be in fair and open competition with com- 
modities of the same general class produced by others. The defense is often made 
that an article is not a “commodity” sought to be protected by the acts. Gasoline, 
although not bearing a trade-mark, brand, or name, has been deemed a proper sub- 


12. Federal Trade Comm. v. Beech-Nut Packing Co., 257 U. S. 441 (1922). Several means 
were employed to get around federal condemnation of resale price maintenance. E. g., United 
States v. General Electric Co., 272 U. S. 476 (1926) (producer employed an agency system under 
which title remained in it until the sale was consummated at the price it chose) ; United States v. 
Colgate & Co., 250 U. S. 300 (1919) (producer refused to sell to those who failed to uphold its 
“suggested” prices). These methods were unsatisfactory. See Note (1937) 6 Geo. Wash. 
L. Rev. 110, 112. 

13. 299 U. S. 183 (1936). The court at the same time declared the California Fair Trade 
Act constitutional. The Pep Boys, Manny, Moe & Jack of Calif., Inc. v. Pyroil Sales Co.., 
299 U. S. 198 (1936). 

14. E. g., Ely Lilly & Co. v. Saunders, 216 N. C. 163, 4S. E. (2d) 528 (1939) ; Goldsmith 
v. Mead Johnson & Co., 176 Md. 682, 7 A. (2d) 176 (1939) ; Bourjois Sales Corp. v. Dorfman, 
273 N. Y. 167, 7 N. E. (2d) 30 (1937), overruling, Doubleday, Doran & Co. v. R. H. Macy 
& Co., 269 N. Y. 272, 199 N. E. 409 (1936). 

These acts, however, do not legalize horizontal price fixing agreements, i.e., between pro- 
ducers, or between wholesalers, or between retailers; they are restricted to vertical agreements. 
E. g., Cal. Gen. Laws (Deering, 1937) Act 8782, § 2; cf. Rayess v. Lane Drug Store, 9 U.S. L. 
Week 2426 (Ohio 1940). 

15. Bristol-Myers Co. v. Webb’s Cut Rate Drug Co., 137 Fla. 636, 188 So. 91 (1939). 
Pursuant to the objections of the court, the title of the Florida Act was rewritten. 

16. In re Dargen v. Townsend, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,312 (S. D. C. C. 
1939). But the authority of this case seems to have been overturned by the South Dakota 
Supreme Court. Miles Laboratories, Inc. v. Owl Drug Co., 295 N. W. 292 (S. D. 1940). 

17. Weco Products Co. v. Reed Drug Co., 225 Wis. 474, 274 N. W. 426 (1937). 

18. 50 Stat. 693 (1937), 15 U. S. C. § 1 (Supp. 1938). 

19. The acts define commodity as “any subject of commerce.” E. g., La. Gen. Stat. Ann. 
(Dart, 1939) § 9809.4; R. I. Gen. Laws (1938) § 1. 

20. Those statutes patterned after the model prepared by the National Association of Retail 
Druggists use “label or container.” (Italics added.) EE. g., Ind. Stat. Ann. (Baldwin, Supp. 
1940) § 16199.6; W. Va. Code Ann. (Michie, 1937) § 4678 (2). 

21. The Kansas statute speaks of “registered trade-mark, brand, or name.” Kan. Gen. 
Stat. Ann. (Corrick, Supp. 1939) § 50-302. is] 

22. Some statutes speak of “free and open competition.” EF. g., Ark. Dig. Stat. (Pope, 1937) 
§5607 ; S. D. Code (1939) § 54.0402. 
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ject for resale price contracts. Yet it appears that some states thought that gaso- 
line might fall outside the Fair Trade Acts because of the absence of a distinguishing 
symbol ; consequently, several statutes provide that commodities sold through vend- 
ing machines are protected by the act, if the machine itself bears the trade-mark, 
brand, or name of the producer or distributor. Probably such a provision would 
be unnecessary where the act is applicable to a “commodity which bears, or the 
label or container of which bears, the trade-mark, brand, or name of the producer 
or distributor.’ It. has been pointed out that some articles, such as coal, might 
not bear the distinguishing characteristics of the producer or distributor, and the 
requirement would be satisfied if the trade-mark, brand, or name appeared on the 
bill of lading or on the statement of account.” The defense was made in a recent 
California case* that patented goods were not subject to the protection of the Fair 
Trade Act. But the California Court refuted this contention, saying the goods, 
even though patented, were within the protection of the act so long as the goods 
were in free and open competition. The Virginia Fair Trade Act” expressly 
excluded from the operation of the act foods and wearing apparel, even though 
bearing the trade-mark, brand, or name of the producer or distributor. 

Another defense based on the subject matter of the contracts might be that the 
commodity was not in fair and open competition.” In a case before the Circuit 
Court of Baltimore the defense was made that a copyrighted book was not within 
the protection of the Maryland Fair Trade Act. The court said: 


But it may be argued plausibly that no book can be sold in free and open competition 
with any other book; a reader is eager to buy “The Grapes of Wrath”; will “Ferdinand 
the Bull” content him? . . . Any copyrighted book whether in the field of belles-lettres 
or of mathematics has monopolistic characteristics hard to conceive of, respecting any 
other commodity. . . . Nevertheless, I feel bound to decide for the purpose of this act a 
copyrighted book is a mere commodity and must be treated as other commodities that 
share in greater or less degree its monopolistic character. Otherwise, why did the legis- 
lature specifically include “publishers” in its definition of “producers” authorized to avail 
themselves of the provisions of the act ?°? 


23. Associated Gasoline Dealers, Inc. v. Hartnett, 3 C. C. H. Trade Reg. Serv. (8th ed.) 
§ 25,303 (N. Y. Sup. Ct. 1939) ; Schumer v. Essar Gas. Stations, Inc., 3 C. C. H. Trade Reg. 
Serv. (8th ed.) § 25,161 (N. Y. Sup. Ct. 1938); see Parrott & Co. v. Somerset House, Inc., 
3 C. C. H. Trade Reg. Serv. (8th ed.) { 25,026 (Cal. Super. Ct. 1937). 

24. E. g., Me. Laws (1939) c. 83 § 1; Utah Rev. Stat. Ann. (Supp. 1939) § 95-3-2. 

25. See note 20 supra. 

26. See Op. Att’y Gen. (Ind. 1938), 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,476. 

27. Weco Products Co. v. Mid-City Cut Rate Drug Stores, 3 C. C. H. Trade Reg. Serv. 
(8th ed.) J 25, 523 (Cal. Super. Ct. 1940). 

28. Va. Code Ann. (Michie, Supp. 1940) § 14631 (A). By an amendment of March 30, 
1940, wearing apparel was defined as “the finished product or article and does not include any 
material, ingredient, or component out of which wearing apparel is made, altered, or repaired.” 
Va. Code Ann. (Michie, Supp. 1940) § 1463i (A-1) ; cf. Mallinson Fabrics Corp. v. R. H. Macy 
& Co., 171 Misc. 875, 14 N. Y. S. (2d) 203 (Sup. Ct. 1939). This exception is significant in 
that it recognizes the tendency of such agreements to effect a high level of prices and indicates 
a reluctance to permit any manipulation of the cost of necessities. 

29. Schenley Distributors, Inc. v. H. Hollander Co., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
{ 25,545 (Mass. Super. Ct. 1940) (goods in free but not “fair” competition in as much as the 
plaintiff was allowing continuous price cutting by others); see Ritter v. Sam Gorlitz, Inc., 
3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,088 (N. Y. Sup. Ct. 1937) (sales of damaged 
goods were deemed non-competing ). 

30. Remington Putnam Book Co. v. R. Lyle Schill, 3 C. C. H. Trade Reg. Serv. (8th ed.) 
§ 25,424 (Baltimore City, Md. C. C. No. 2, 1940). 
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Defenses might be made on the grounds that certain goods are excepted by the 
language of the acts—e.g., closing out sales” which are bona fide,” sales of damaged 
or deteriorated goods,** sales made under court orders,” or sales made to religious, 
charitable or educational organizations.** As the acts are designed to protect the 
good-will of the producer of the commodity, a defense would probably exist if the 
trade-mark, brand, or name had been removed or obliterated before the resale 
below the stipulated price.** Some states expressly sanction this removal.” 


Defenses Based on the Validity of the Contract 


In order to invoke the acts, no special type of contract is required.** Further, 
there need be only one contract in existence pertaining to resale price maintenance.” 
However, it is essential that the contract be a bona fide one, i.e., made with someone 
who purports to sell such articles. The defense of indefinite price might be suc- 
cessful,” but the defense that the price is unreasonable or many times the fair 





31. “Close out” sales are not restricted to those sales where the dealer plans to terminate 
his business; they properly include sales made by the dealer who plans to delete and discontinue 
selling this particular item. Dr. A. Posner Shoes, Inc. v. J. Rothstein & Sons, Inc., 3 C. C. H. 
Trade Reg. Serv. (8th ed.) {| 25,302 (N. Y. Sup. Ct. 1939). Statutes may require that notice 
be given to the public if a close out sale is to be effected, e.g., Va. Code Ann. (Michie, Supp. 
1940) § 1463m, or that notice be given to the manufacturer so that he will have a chance to 
repurchase the goods, e.g., Ohio Code Ann. (Throckmorton, 1936) §6402-3. Cf. Weco Products 
Seay: Sam’s Cut Rate, Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,583 (Mich. Sup. Ct. 
1 ‘ 

32. There was no bona fide closing out sale where the dealer purchased the commodity, 
which he had never carried in stock before, simultaneously with an advertisement that he was 
closing it out. National Distillers Products Corp. v. Louie Greenwald Liquors, Inc., 3 C. C. H. 
Trade Reg. Serv. (8th ed.) § 25,352 (D. Colo. 1939). That the defendant planned a close out 
sale may be disproved by his advertisements. EF. g., Schenley Import Corp v. Miller, 3 C. C. H. 
Trade Reg. Serv. (8th ed.) § 25,368 (N. Y. Sup. Ct. 1940). 

33. E. g., Cal. Gen. Laws (Deering, 1937) Act 8782, § 1; N. Y. Consol. Laws (Cahill, 
Supp. 1940) art. 24-A, § 369-a. 

34. E. g., La. Gen. Stat. Ann. (Dart, 1939) § 9809.1; Va. Code Ann. (Michie, Supp. 1940) 
§ 1463m. The West Virginia statute speaks of sales made “by executors, administrators, re- 
ceivers, or assignees under a voluntary assignment for the benefit of creditors, trustees in bank- 
aS by anyone acting under judicial process.” W. Va. Code Ann. (Michie, 1937) § 
4678 (5). 

35. E. g., N. C. Code Ann. (Michie, 1939) § 5126 (0). However, the commodity must be 
for use of such organization and not for resale. Sales made to state agencies and political 
subdivisions may also be excepted. FE. g., N. C. Code Ann. (Michie, 1939) § 5126 (q). But 
see Op. Att’y Gen. (Wis. 1939), 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,249. 

36. See Old Dearborn Distributing Co. v. Seagram-Distillers Corp., 299 U. S. 183, 195 
(1936) ; Johnson & Johnson v. Weissbard, 121 N. J. Eq. 585, 191 Atl. 873 (1937). But under 
some state laws it might not be possible, as regards some commodities, for the defendant to 
remove the label so as to avail himself of this defense. EF. g., Cal. Pen. Code (Deering, 1937) 

537e. 
: 37. E. g., S. D. Code (1939) § 54.0405; Utah Rev. Stat. Ann. (Supp. 1939) § 95-3-5. 

38. Houbigant Sales Corp. v. Woods Cut Rate Store, 123 N. J. Eq. 40, 196 Atl. 683 (Ch. 
1937). 

39. See Revlon Nail Enamel Corp. v. Charmley Drug Shop, 123 N. J. Eq. 301, 197 Atl. 661, 
662 (Ch. 1938). At any rate, resale price contracts need not be negotiated with all those who 
deal in a particular commodity. See Calvert Distillers Corp. v. Nussbaum Liquor Store, Inc., 
166 Misc. 342, 2 N. Y. S. (2d) 320, 325 (Sup. Ct. 1938). 

40. In Revlon Nail Enamel Corp. v. Charmley Drug Shop, 123 N. J. Eq. 301, 197 Atl. 661, 
662 (Ch. 1938), it was said, “. . .». the contract must be a bona fide one... . a contract estab- 
lishing the resale price of nail polish, made, let us say, with a lawyer, a man who does not sell 
or expect to sell, nail polish, would be a fraud on the statute and would not entitle complainant 
to relief.” 

41. Calvert Distillers Corp. v. Nussbaum Liquor Store, Inc., 166 Misc. 342, 2 N. Y. S. 
(2d) 342 (Sup. Ct. 1938). But cf. Hiram Walker, Inc. v. Charles J. Goldan, 3 C. C. H. Trade 
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market value of the product will not avail.” The question, “what is the established 
price” might be in issue where the sales are made in states having sales or excise 
taxes. Thus, under the Nevada Act* it is a breach to sell the commodity at the 
stipulated resale price without adding to it the state sales or excise tax. However, 
in jurisdictions in which the retailer has the option of absorbing the sales tax, it 
appears that he may sell products subject to resale price restrictions for less than 
other retailers subject to the same restrictions who cannot absorb the tax.** The 
defendant might also contend, and successfully so, that the price established was 
not uniform in his competitive area; however, this does not preclude variations in 
prices based on the quantity of goods sold or the time of payment.** 

One of the most interesting phases of this subject is the contention that the price 
should not control the quantity of the goods which may be sold. In Lentheric, Inc. 
v. F. W. Woolworth Co.,* the plaintiff-manufacturer had established the resale 
price of fifty cents for “one ounce or for any quantity less than one ounce” of its 
trade-marked perfume. The defendant-retailer was selling fractional ounce bottles, 
bearing plaintiff's name, at less than fifty cents. There was, however, no price 
cutting, as the total price of one ounce of the perfume rebottled exceeded the mini- 
mum price set by the plaintiff for one ounce. The court granted an injunction 
upholding the plaintiff's contention that the quality of its “style” product was being 
damaged by these small unit sales. This is undoubtedly sound, for any other result 
would mean that the plaintiff could not put into effect the policies which it thought 
would best uphold the demand for its commodity. 


Defenses of Improper Parties 


Plaintiff —The usual wording of the statutes is that an action may be brought 
by anyone damaged by the breach of the resale price agreement. Consequently, it 
is no defense that the person seeking relief was not a party to the resale agreements 


Reg. Serv. (8th ed.) § 25,137 (Wis. C. C. 1938) (“suggested resale price” held binding). A 
temporary injunction was denied where there was no definite understanding that a price had 
been fixed. Hunter Baltimore Rye Distillery, Inc. v. Bloomingdale Bros., Inc., 3 C. C. H. 
Trade Reg. Serv. (8th ed.) { 25,369 (N. Y. Sup. Ct. 1940). 

42. Weco Products Co. v. Mid-City Cut Rate Drug Stores, 3 C. C. H. Trade Reg. Serv. 
(8th ed.) § 25,477 (Cal. Super. Ct. 1940). Under the Wisconsin Act, however, a contract 
establishing an unreasonable price might be set aside by the Department of Agriculture and 
Markets. Wis. Stat. (1939) § 133.25; see Op. Att’y Gen. (Wis. 1939), 3 C. C. H. Trade Reg. 
Serv. (8th ed.) ¥ 25,249. 

43. Nev. Comp. Laws (Supp. 1938) § 1470.21. 

44. Miles Laboratories, Inc. v. Simon, 33 F. Supp. 962 (E. D. Mich. 1940). 

45. Calvert Distillers Corp. v. Nussbaum Liquor Store, Inc., 166 Misc. 342, 2 N. Y. S. 
(2d) 320 (Sup. Ct. 1938) ; see Bristol-Myers Co. v. Lit Bros., Inc., 336 Pa. 81, 6 A. (2d) 843, 
847 (1939). 

46. 338 Pa. 523, 13 A. (2d) 12 (1940); accord, Lentheric, Inc. v. F. W. Woolworth Co., 
3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,419 (Cal. Super. Ct. 1940); Lentheric, Inc. v. 
W. T. Grant, Inc., 247 App. Div. 348, 13 N. Y. S. (2d) 169 (1st Dept. 1939). But cf. Guerlain, 
Inc. v. F. W. W oolworth Co., 171 Misc. 990, 14 N. Y. S. (2d) 163 (Sup. Ct. 1939) (in refusing 
to grant an injunction, the court held there was no price cutting within the meaning of the 
statute and consequently no damage). For a fuller discussion of this problem, see Note (1939) 
49 Yale L. J. 145. 

47. Burstein v. Charline’s Cut Rate, 126 N. J. Eq. 560, 10 A. (2d) 646 (Ch. 1940) ; Goldstein 
v. Mishkin Bros. Pharmacy, Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) {| 25,520 (N. Y. Sup. 
Ct. 1940). 
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or was a competitor of the person against whom the suit is brought." The reason 
for this is quite obvious: it would not be just to compel a non-signatory party to 
maintain established prices, and yet not allow him to sue others who are damaging 
him by wilful price cutting. Although it is not necessary that the plaintiff be the 
owner of the trade-mark, brand, or name, it is essential that he have an interest 
in the commodity whose resale price, he alleges, is being cut.” The defense might 
be made that the plaintiff is an improper party plaintiff in that he has not been 
damaged by the price cutting as is required by the act. As to damages necessary 
to be shown, the courts appear to be at variance. The usual rule is that if proof of 
the unlawful price cutting be established, damage to the good-will will be pre- 
sumed.” Yet in a case before the Pennsylvania Court of Common Pleas it was 
said that if defendant was a violator, damage must be shown in the form of cancella- 
tion of orders or other loss.” But this requirement seems too strict in view of the 
difficulty of proving actual damage. In some instances, however, the court might 
be justified in not granting a temporary injunction where there has been only a 
single breach and no showing of irreparable damage.” Further, the defense of no 
damage has been successful to stay a temporary injunction where the parties were 
not situated in the same competitive area.” 

Defendant.—The acts uniformly stipulate that an action may be maintained 
against any person “wilfully and knowingly advertising, offering for sale or selling 
any commodity at less than the price stipulated,” regardless of whether such person 
“is or is not a party to such contract.”** Obviously, then, it is no defense that the 
defendant was a non-signatory party.” Also, a suit may be maintained against 
any person who procured the breach of the contract or who in any way interfered 
with the performance of the contract.” 


48. Jacob Broxmeyer v. Nathan Polikoff, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,517 
(Pa. Ct. C. P. 1940); Broadway Arthur Garage, Inc. v. Coliseum Motors, Inc., 3 C. C. H. 
Trade Reg. Serv. (8th ed.) § 25,158 (N. Y. Sup. Ct. 1938). 

49. See Hiram Walker, Inc. v. Charles J. Goldman, 3 C. C. H. Trade Reg. Serv. (8th ed.) 
q 25,137 (Wis. C. C. 1938) ; Port Chester Wine & Liquor Shop, Inc. v. Miller Bros. Fruiterers, 
Inc., 253 App. Div. 188, 1 N. Y. S. (2d) 802, 807 (2d Dep’t 1938), aff'd, 281 N. Y. 101, 22 N. E. 
(2d) 253 (1939); cf. Le Page v. Automobile Club, Inc., 258 App. Div. 981, 17 N. Y. S. (2d) 
568, 569 (2d Dep’t 1940) (plaintiff is not entitled to insist upon resale price maintenance of 
goods not sold by him). 

50. Calvert Distillers Corp. v. Nussbaum Liquor Store, Inc., 166 Misc. 342, 2 N. Y. S. 
(2d) 320 (Sup. Ct. 1938). 

51. See Bristol-Myers Co. v. Lit. Bros., Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
q 25,136 hws Ct. C. P. 1938), aff'd, 336 Pa. 81,6 A. (2d) 843 (1939). 

52. Canada Dry Ginger Ale, Inc. v. Varon, 3 C. C. H. Trade Reg. Serv. (8th ed.) 
{ 25,318 “N YY. Sup. Ct. 1939). 

53. Weisstein v. Peter Corbyon Liquor Store, Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
q 25,489 (N. Y. Sup. Ct. 1940) ; Steinberg v. Wall Street Liquor Corp., 3 C. C. H. Trade Reg. 
Serv. (8th ed.) § 25,217 (N. Y. Sup. Ct. 1939) ; cf. Gordon J. Weil, Inc. v. Gimbel Bros., Inc., 
3 C. C. H. Trade Reg. Serv. (8th ed.) J 25, 238 (N. Y. Sup. Ct. 1939). 

, oo E. g., Md. Ann. Code (Flack, 1939) art. 83, § 107; Va. Code Ann. (Michie, Supp. 1940) 
463n. 

55. As to contracting parties who have breached the resale price agreements, actions might 
be brought in contract for breach of contract, or under the statute for “unfair competition.” As 
to non-contracting parties, of course, relief is limited to the latter alternative. In some states 
violation of resale price agreements is made a criminal offense. FE. g., Mass. Laws 1939, c. 313, 
Op. Att’y Gen. (Mass. 1939), 105 C. C. H. Trade Reg. Serv. (8th ed.) {| 2880.02. 

56. R. I. Gen. Laws (1938) c. 393, § 4. 
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Defense of no Wilful and Knowing Breach 


No doubt the pith of the statutes is found in the words “wilfully and know- 
ingly.” For example, in a New York case denying a motion for an injunction 
pendente lite, the reasonable doubts as to the wilfulness of the defendant’s breach 
were resolved in his favor where the plaintiff’s contradictory instructions contributed 
to the violation.” The defense of no violative intent and an inability to change the 
price of plaintiff’s product has been held sufficient to prevent an injunction.” If 
the sales in breach of the resale price agreements are made as a result of the inex- 
perience of the defendant’s employees, this apparently will constitute a good 
defense.” 

In order for one to be bound by the resale agreements, it is imperative that he 
have more than mere knowledge of the contracts’ existence; he must have notice 
of the prices set out in these contracts and of any recent changes therein.” Fur- 
thermore, the burden is upon the plaintiff to prove such knowledge,” allegations of 
“upon information and belief” being insufficient. In a recent New York case,™ 
the court held that a retailer’s profit and loss chart issued by the plaintiff-distributor 
was not a mere advertising circular but was an express notice of the minimum 
resale prices. Similarly, the receipt of an undated, unsigned form of a fair trade 
contract constituted sufficient notice.” In connection with notice, the defense 
might be successfully made that the goods sold at cut rate prices were acquired 
prior to notice of the stipulated prices. Any other rule would be objectionable “as 


57. See Old Dearborn Distributing Co. v. Seagram-Distillers Corp., 299 U. S. 183, 193 
(1936). 

58. National Distillers Products Corp. v. Brandie-Wine Stores, Inc., 3 C. C. H. Trade Reg. 
Serv. (8th ed.) J 25,103 (N. Y. Sup. Ct. 1938); cf. Hunter Baltimore Rye Distillery, Inc. v. 
Bloomingdale Bros., Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,369 (N. Y. Sup. Ct. 1940) 
(no evidence to show that the parties had an actual understanding as to resale price maintenance). 

59. Johnson & Johnson v. Webster Cut Rate Drug Stores, Inc., 3 C. C. H. Trade Reg. 
Serv. (8th ed.) § 25,089 (N. Y. Sup. Ct. 1937). Compare Shryock v. Association of United 
Fraternal Buyers, Inc., 135 Pa. Super. 440, 5 A. (2d) 581 (1939) (injunction denied where 
there was no intent to violate), with Weco Products Co. v. Mid-City Cut Rate Drug Stores, 
3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,477 (Cal. Super. Ct. 1940) (court said “good faith” 
was immaterial). In the case of Ray Kline v. Davega-City Radio, Inc., 168 Misc. 185, 4 N. Y. S. 
(2d) 541 (Sup. Ct. 1938), the court held the defendant-retailers were not wilful violators when 
they were forced to cut prices due to the chaotic and demoralized condition of the radio industry. 

60. Schenley Import Corp. v. Miller, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,368 
(N. Y. Sup. Ct. 1940) (allegations that violations were due to inadvertence resulting from 
confusion attending change of business location were rebutted by defendant’s advertisements). 
Cf. Eastman Kodak Co. v. H. & B. Radio Corp., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
q 25,308 (N. Y. Sup. Ct. 1939). 

61. David H. Trilling v. Harry Sugerman, 3 C. C. H. Trade Reg. Serv. (8th ed.) ¥ 25,516 
(Pa. Ct. C. P. 1940); Calvert Distillers Corp. v. Nussbaum, 166 Misc. 342, 2 N. Y. S. (2d) 
320 (Sup. Ct. 1938). An allegation that the defendant had notice is sufficient without setting 
forth particular facts and circumstances constituting notice. Jacob Broxmeyer v. Nathan 
Polikoff, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,517 (Pa. Ct. C. P. 1940). 

62. See Magazine Repeating Razor Co. v. Weissbard, 125 N. J. Eq. 593, 7 A. (2d) 411, 
412 (Ch. 1939). 

63. Citarella v. Bryant Wine & Liquor Shop, Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
§ 25.484 (N. Y. Sup. Ct. 1940); Miller v. Coliseum Wine & Liquor Store, Inc., 3 C. C. H. 
Trade Reg. Serv. (8th ed.) § 25,473 (N. Y. Sup. Ct. 1940). 

64. Calvert Distillers Corp. v. Nack, 3 C. C. H. Trade Reg. Serv. (8th ed.) { 25,256 
(N. Y. Sup. Ct. 1939). 

65. Seagram-Distillers Corp. v. Seyopp Corp., 2 N. Y. S. (2d) 550 (Sup. Ct. 1938). 

66. Charmley Drug Shop v. Guerlain, 113 F. (2d) 247 (C. C. A. 3d, 1940) ; see Lentheric, 
Inc. v. Weissbard Bros., 122 N. J. Eq. 573, 195 Atl. 818, 819 (Ch. 1937). Contra: Barron Motor, 
Inc. v. May’s Drug Stores, Inc., 227 Iowa 1344, 291 N. W. 152 (1940). 
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an unfair restriction upon the purchaser’s investment and a deprivation of property 
rights.”** Where there is a dispute as to whether the goods were acquired prior 
or subsequent to notice, a temporary injunction will not be granted.” In Seagram 
Distillers Corp. v. Seyopp Corp.,” relief was denied the plaintiff for the reason 
that he did not allege the purchase of the goods by the defendant after receiving 
notice. But on a rehearing, this was properly held a matter of defense.” 


Defenses of no Breach 





Although it is undoubtedly true that indirect price cutting is objectionable under 
all the acts, one of the significant variances between the National Association of 
Retail Druggists model statute and the California model is the provision in the 
former expressly outlawing evasions of resale restrictions by: (a) the offering or 
giving of any article of value with the sale of the commodity; (b) the offering or 
making of any concession in connection with a sale, such as giving coupons; or 
(c) the sale or offering for sale of the commodity in combination with any other 
commodity.” As already pointed out,’ there is no breach if the discounts were 
based upon the quantity of merchandise sold or the time of payment. A question 
arose in a New Jersey case as to whether, in view of the fair trade agreements, a 
department store could continue its long-established policy of giving discounts to 
its employees. The court granted relief against such a practice, saying that, if it 
were allowed to continue, there would be dissatisfaction among the other dealers 
in plaintiff’s commodities, and this in turn would lead to price wars and the break- 
down of the resale price structure." The issuance of profit-sharing coupons and 
trading stamps has led to litigation in those states whose statutes do not expressly 
prohibit their issuance. The Pennsylvania Court of Common Pleas granted injunc- 
tive relief where the defendant was selling the plaintiff’s product at the minimum 
resale price and was, in addition, issuing profit-sharing coupons, redeemable for 
articles of value or money."* Subsequently, the defense was made before another 
Pennsylvania court that the issuance of trading stamps did not constitute a breach. 
The court upheld this defense, declaring the trading stamps to be in the nature of 


advertisements.’* Upon appeal, the Supreme Court of Pennsylvania affirmed this 
decision, saying in part: 













67. See Oneida, Ltd. v. Macher Watch Co., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
q 25,118 (N. Y. Sup. Ct. 1938) ; also see Note (1938) 52 Harv. L. Rev. 284, 291. 


68. Oneida, Ltd. v. Macher Watch Co., 3 C. C. H. Trade Reg. Serv. (8th ed.) ¥ 25,118 
(N. Y. Sup. Ct. 1938). 


69. 2N. Y. S. (2d) 550 (Sup. Ct. 1938). 

70. Ibid.; accord, James Heddon’s Sons v. Callender, 29 F. Supp. 579 (D. Minn. 1939) ; 
Hiram Walker, Inc. v. Charles J. Goldman, 3 C. C. H. Trade Reg. Serv. (8th ed.) { 25,137 
(Wis. C. C. 1938). 


71. E. g., Minn. Stat. (Mason, Supp. 1940) § 3976-53; N. C. Code Ann. (Michie, 1939) 
§ 5126m. 

72. See note 46 supra. 

73. Bristol-Myers Co. v. L. Bamberger & Co., 122 N. J. Eq. 559, 195 Atl. 625 (Ch. 1937), 
aff'd, 124 N. J. Eq. 235, 1 A. (2d) 332 (Ch. 1938). 

74. Bristol-Myers Co. v. Morris Soble, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,114 
(Pa. Ct. C. C. 1938). 


75. Bristol-Myers Co. v. Lit Bros., Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) 25,185 
(Pa. Ct. C. P. 1938). 
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While it is the purpose of the Fair Trade Act to prevent “cut-throat competition,” 
it is not the purpose of the act to prevent all business competition. . . . If, for example, 
merchant A provides orchestral music for his customers at a certain hour of the day, or 
maintains in his store a salon where works of art are exhibited, or a nursery where chil- 
dren are fed and otherwise cared for while their mothers are shopping in the store, or 
if he provides his customers free bus services to and from his store, merchant B has no 
grounds for complaint which the law will heed. . . . It follows, therefore, that for a 
merchant to confer pecuniary benefits upon his customers which benefits some competing 
merchant does not confer, does not amount to such unfair competition as the Fair Trade 
Act forbids.”® 


This decision seems objectionable. With regard to the free nursery, bus serv- 
ices, and other services, these are given to every purchaser without regard to the 
amount of merchandise purchased. The same amount of services will be extended 
to one who buys goods valued at one dollar as will be given to one who buys goods 
valued at one hundred dollars. But with the issuance of the trading stamps a 
different situation is presented. Since they are issued in proportion to the amount 
of merchandise bought, they are really a discount and are not a service rendered 
by the merchant.’ The defense might be made that there was no breach as the 
sub-minimum price was due to a trade-in allowance. Clearly, this defense presents 
opportunities for evasion of resale price restrictions.” One dealer might set one 
trade-in value on a certain article, and a second dealer, who makes the sale, will 
set a larger allowance on this identical article. To preclude such possibilities, fair 
trade contracts often establish trade-in standards.” 


Defenses of an Equitable Character 


The courts are constantly forced to pass upon the defense that relief should be 
denied the plaintiff in as much as he has arbitrarily refused to sell to the defendant. 
Even though the plaintiff has a right to dispose of his property as he chooses and 
the right to refuse to sell,” the courts will not, at the request of the plaintiff, compel 
the defendant to maintain prices set by the plaintiff where the latter has refused to 
allow the defendant to deal in his products. But the manufacturer’s disability in 
this respect seems somewhat illusory, since he can preclude price cutting by inducing 
some friendly retailer to bring a suit against the price violator, for the retailer’s 
right of action is not derivative from that of the manufacturer and is not defeated by 


76. Bristol-Myers Co. v. Lit Bros., Inc., 336 Pa. 81,6 A (2d) 843, 847 (1939). The court 
held these trading stamps not discounts, even though the yellow stamp books bore this wording: 
“Yellow trading stamps are not something for nothing but something instead of nothing—a 
discount for the money you spend with the storekeeper,’ and “Refusing to take yellow trading 
stamps from the storekeeper is like forgetting your change. Always ask for them.” Jd. at 849 
(dissenting opinion) ; see (1940) 38 Mich. L. Rev. 573; 24 Minn. L. Rev. 296. 

. See Weco Products Co. v. Mid-City Cut Rate Drug Stores, 3 C. C. H. Trade Reg. 
Serv. (8th ed.) § 25,477 (Cal. Super. Ct. 1940); Bristol-Myers Co. v. Lit Bros., Inc., 336 Pa. 
81, 6 A. (2d) 843, 850 (1939) (dissenting opinion). 

78. Cf. Ray Kline, Inc. v. Davega-City Radio, Inc., 168 Misc. 185, 4 N. Y. S. (2d) 541 
(Sup. Ct. 1938). 

79. Cf. Schimpf v. R. H. Macy & Co., 166 Misc. 654, 2 N. Y. S. (2d) 152 (Sup. Ct. 1938). 

80. United States v. Colgate & Co., 250 U. S. 300 (1919). 

81. Charmley Drug Shop v. Guerlain, Inc., 113 F. (2d) 247 (C. C. A. 3d, 1940) ; Lentheric, 
Inc. v. Weissbard, 122 N. J. Eq. 573, 195 Atl. 818 (Ch. 1937). The theory upon which relief is 
denied is, “he who seeks equity must do equity.” 
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producer or wholesaler to sell will not afford a defense to one who had declined to 
execute a fair trade contract or who had failed to observe the resale prices estab- 
lished in contracts previously entered into.“ Furthermore, refusal to sell might not 
be a defense where the plaintiff thought it might not be sound business policy to 
sell his commodity to other than a certain class of retailers.“ This right of refusal 
has also been justified where the attempt to buy was not a good faith effort to go into 
the business of retailing plaintiff’s product, but rather an attempt to establish a 
defense for the ensuing litigation. In their desire to enforce strictly the principle 
that before one can seek relief under the acts he must himself have acted within the 
spirit of the acts, the courts have denied relief to a manufacturer who has given 
such large discounts to retailers that they buy from him rather than through whole- 
salers,” to a distributor who has granted discounts to select dealers,” and to plain- 
the refusal of the manufacturer to sell to the defendant.** Also, the refusal of the 
tiff-retailers who themselves are guilty of price cutting. The defense is some- 
times offered that it was necessary to cut prices in order to compete with other 
price violators. Answering this contention, the courts have consistently held that 
disregard of established prices by some parties will not be available as a defense 
to those against whom equitable relief is being sought.” But this is not an absolute 
rule, and it has its limitations. For, once the manufacturer or distributor learns of 
price violators, he should use reasonable diligence to enforce the price schedules, and 
if violations continue, to see that his products are no longer sold by the violators.” 
If it can be shown that after being notified of the unlawful price cutting the owner 
failed to act, his inaction will amount to acquiescence, and this will constitute a good 


82. E. g., Burstein v. Charline’s Cut Rate, 126 N. J. Eq. 560, 10 A. (2d) 646 (Ch. 1940). 

83. E. g., Neb. Comp. Stat. (Supp. 1939) § 59-1106. 

84. Revlon Nail Enamel Corp. v. Charmley Drug Shop, 123 N. J. Eq. 301, 197 Atl. 661 
(Ch. 1938) (plaintiff’s principal outlets were beauty parlors which would not push his product 
if it were also sold by drug stores). 

85. Barron Motors, Inc. v. May’s Drug Stores, Inc., 227 Iowa 1344, 291 N. W. 152 (1940). 

86. Gillette Safety Razor Co. v. Green, 167 Misc. 251,3 N. Y.S. (2d) 822 oo Ct. 1938), 
aff'd, 258 App. Div. 723, 15 N. Y. S. (2d) 142 (lst Dep't 1939). “The benefits which it was 
designed to create by the enactment of the Fair Trade Act would be practically nullified by 
permitting a practice under which the plaintiff could compete with the defendants and undersell 
them while requiring them to maintain a stipulated wholesale resale price fixed by the plaintiff. 
Id. at 824. 

87. Schenley Distributors, Inc. v. Nussbaum Liquor Store, Inc., 3 C. C. H. Trade Reg. 
Serv. (8th ed.) § 25,086 (N. Y. Sup. Ct. 1937). 

88. Weisstein v. Peter Corbyon Liquor Store, Inc., 174 Misc. 1075, 22 N. Y. S. (2d) 510 
(Sup. Ct. 1940); Ray Kline, Inc. v. Davega-City Radio, Inc., 168 Misc. 185, 4 N. Y. S. (2d) 
541 (Sup. Ct. 1938). 

In Gurock v. Brandie-Wine Stores, Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,190 
(N. Y. Sup. Ct. 1939), a temporary injunction was granted against the defendant-violator and, 
as the defendant claimed the plaintiff was also cutting prices, a reciprocal injunction was granted 
against the latter. If this was not satisfactory to the plaintiff, however, both injunctions were 
denied until the question of plaintiff’s price cutting could be more fully investigated. Cf. Safran 
v. Applefield, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,535 (N. Y. Sup. Ct. 1940) ; Silverman 
v. Courtesy Drug Co., 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,168 (N. Y. Sup. Ct. 1938). 

89. Goldstein v. Mishkin Bros. Pharmacy, Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
q 25,497 (N. Y. Sup. Ct. 1940); Calvert Distillers Corp. v. Stockman, 26 F. Supp. 73 (E. D. 
N. Y. 1939). But cf. Ray Kline v. Davega-City Radio, Inc., 168 Misc. 185, 4 N. Y. S. (2d) 541 
(Sup. Ct. 1938). 

90. Calvert Distillers Corp. v. Nussbaum Liquor Store, Inc., 166 Misc. 342, 2 N. Y. S. (2d) 
320 (Sup. Ct. 1938) ; Calvert Distilling Co. v. Gold’s Drug Stores, 123 N. J. Eq. 458, 198 Atl. 
536 (Ch. 1938). 
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defense.” It is fitting that this defense should be acceptable, for in many cases an 


owner might show reluctance to proceed against one of his best customers. One 
aspect of enforcement under the Fair Trade Acts is that it is entirely permissive. 
So, when a producer learns of violations, it may not be incumbent upon him to 
bring legal action, as previously mentioned, if he warns violators against future 
acts of non-compliance.” Or, if he does commence legal proceedings, he need not 
proceed against all violators simultaneously,” the theory being that redress against 
one would be sufficient warning to others. Where the producer sells the price- 
restricted article with another article at a price which, in effect, discounts the price 
of the restricted article, this is tantamount to an abandonment of his contract and 
will be the basis of a good defense to a price-cutting retailer. So, the plaintiff will 
have no standing in equity where it has evaded the price restrictions by combining 
Schick razors with Lifebuoy soap,“ or Bathasweet with Bathasweet soap,” the 
effect being to lower the price on the trade-marked item. In a recent California 
case an action for violation of resale price agreements was successfully defended 
on the ground that the plaintiff’s parent company had built up good-will for its 
product by means of false advertisements containing misleading and false claims.” 
It has sometimes been held that an injunction should not issue where to do so would 
cause irreparable harm to the defendant, who has been guilty of but a single viola- 
tion, and would secure little benefit to the plaintiff.” 


Conclusion 





As has been previously mentioned,” the strongest advocates for resale price 
maintenance were the small retailers who were injured by the price cutting of 
larger retailers. Now that resale price contracts have been validated, these small 
dealers are desirous of having the contracts strictly enforced. The inability to get 
strict enforcement is a weakness in this field. As far as the manufacturer is con- 
cerned, he realizes that it will be poor policy to harass a large customer with con- 
tinuous suits. As for the small retailer, he finds it expensive and inconvenient to 





91. Schenley Distributors, Inc. v. H. Hollander Co., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
25,545 (Mass. Super. Ct. 1940) (the court speaks of the plaintiff’s acquiescence as amounting 
to a “waiver or abandonment” of the fair trade agreements) ; Gordon J. Weil, Inc. v. Gimbel 
Bros., Inc., 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,273 (N. Y. Sup. Ct. 1939) (defense 
available to a retailer who was being sued not by producer, but by competing retailer) ; 
Schimpf v. R. H. Macy & Co., 166 Misc. 654, 2 N. Y. S. (2d) 152 (Sup. Ct. 1938). 

92. See National Distillers Products Corp. v. Columbus Circle Liquor Stores, Inc., 166 Misc. 
719,2 N. Y. S. (2d) 319, 320 (Sup. Ct. 1938). 

93. Schenley Distributors, Inc. v. Stockman, 3 C. C. H. Trade Reg. Serv. (8th ed.) 
925,110 (N. Y. Sup. Ct. 1938) ; Calvert Distilling Co. v. Gold’s Drug Stores, 123 N. J. Eq. 458, 
198 Atl. 536 (Ch. 1938). 

94. Magazine Repeating Razor Co. v. Weissbard, 125 N. J. Eq. 593, 7 A. (2d) 411 (Ch. 
1939). 

95. Bathasweet Corp. v. Weissbard, 15 A. (2d) 337 (N. J. Eq. 1940). 

96. Dr. Miles Calif. Co. v. Mid-City Cut Rate Drug Stores, 3 C. C. H. Trade Reg. Serv. 
(8th ed.) § 25,478 (Cal. Super. Ct. 1940) (the Federal Trade Commission had ruled that the 
good-will for “Alka-Seltzer” had been created by fraudulent and misleading claims as to its 
efficacy in relieving certain ailments). 

97. Canada Dry Ginger Ale, Inc. v. Varon, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,318 
(N. Y. Sup. Ct. 1939) ; Weisstein v. D. Sokolin & Co., 3 C. C. H. Trade Reg. Serv. (8th ed.) 
{ 25,170 (N. Y. Sup. Ct. 1938). 

98.. See note 2 supra. 
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be on the alert for price violations. If he does detect violations, some courts require 


that actual damage be shown before he is entitled to redress. But even if a showing 
of actual damages is not strictly required, the injunction which is issued, damages 
usually being inadequate, often applies only to the goods alleged in the complaint 
to have been sold at cut prices.” As may often be the case, the violator will then 
proceed to undersell other price restricted commodities sold by the small retailer.*”° 
To deter price violations, some contracts provide for liquidated damages. It is sug- 
gested that more uniform compliance would be achieved if the Fair Trade Acts 
made provision for minimum statutory damages, a scheme which has proved effec- 
tive under the copyright laws.*”* 


99. Jacob Broxmeyer yv. Nathan Polikoff, 3 C. C. H. Trade Reg. Serv. (8th ed.) § 25,517 
(Pa. Ct. C. P. 1940) ; Calvert Distilling Co. v. Gold’s Drug Stores, 123 N. J. Eq. 458, 198 Atl. 
536 (Ch. 1938). Contra: Weisstein vy. Freeman’s Wines & Liquors, Inc., 169 Misc. 391, 7 
N. Y. S. (2d) 234 (Sup. Ct. 1938) (if violations are proved as to some of plaintiff’s products, 
then the injunction will cover all of plaintiff’s goods sold by the defendant). 
100. See Iowa Pharmaceutical Ass’n v. May’s Drug Stores, Inc., 294 N. W. 756, 762 (Iowa 
1940). 
| 101. Cf. Copyright Act of 1909, 35 Stat. 1075 (1909), 17 U. S.C. § 25 (b) (1934), pro- 
viding statutory damages of $250.00 per violation. See note (1941) 27 Va. L. Rev. 378, 385. 
*S. T. in Virginia Law Review, February, 1941. 


Note.—Since the above article was published, a unique decision was handed down by the 

U. S. District Court for the E. D. of Louisiana in the case of the Mennen Co. v. Krauss, Ltd. 

(37 Fed. Supp. 161, 1941). The plaintiff had prescribed certain minimum prices for the resale 

: of certain products. The Louisiana Fair Trade statute, like the New York law, permits 

agreements stipulating the resale price of trade-marked or branded merchandise, but does not 

provide, as do a great many other Fair Trade statutes, that it shall be permissible to provide 
for minimum retail prices. 

The thought behind the enactment of those Fair Trade Acts permitting minimum prices 
was to give greater discretion and flexibility to both manufacturer and retailer. Obviously, a 
retailer who can sell at any price above a certain minimum has more freedom of action than 
one who is forced to sell at the one uniform price stipulated by the vendor. 

Despite this and contrary to the legislative intent behind the Fair Trade Act, the Louisiana 
court held that a contract permitting prices did not come within the wording of the Louisiana 
Fair Trade Act, and was, therefore, illegal under the state anti-monopoly statute. 

The decision in the Mennen case will be published in the next issue of the REPporTER.—Ep. 








